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Dear Applicanti ’

Wu have conoidorst your application far reyeognition of oxenption from

futeral incowe tax undur section »01{c)’G) of the Intornal Revonue tode
of lyhd.

Jne Lnforaation gubnittes diaclonas %) at yon were ingorporated under the
nonprordi s corporation lave of ‘the State of NN o » NN .

Your orgnni.ation in oonnr!aml viclumsivaoly of the franchined reastaurants
vl .

Your purpvica are to plan for, produce
and covrdinats udvertising and marketing mutacials and programn ( thvough
newspapar, radlo, telnvision, and irn-atore ftour), ‘The planm and
natecialn are mailad to the Council nombars un 4 ropular dasia. Te

deouivivnae regarding detaila uf marcoting and advertising sctivities are
tale by Board of Directorn.

2 o M © octivities are aupported through a continuing
tienbarenly fee of —:( of oach month'a gross aalea of each NG
rastaurant ovnod by [ o: ovned by n
franchittoe wao contracis to partioipate. All naw franchinves ers
roquired to pay into tho fund in thelr frunchine agrasaenta, and older
franchipoe Agresments ars perasuaded to join vn tho buais that

co~opurative w.lvertising is a aore effactive uase of money than on an
1ndivadunl lovel.

Secrion JM{¢) 0] ¢ the vode pravites for the exenption {rom Pederal
ancuan tax vl noaprofit lucipesa lesguen, chwmmbars of commerce, real

vointe ouarin, ur boam+» of trale, not organined for profit and no part

o1 thu net eavalapg of vatel Lnares Lo the benefit of any privaute
ahireholdor o Lniividtual,

Suction 1,501 ¢)uj-~v 0f tne incon~ “axy Rogulations d27ines a business

league a8 an avsucluetior af puersons havirg vone common 2ntorest, the
{

purpoas of 4:len L¢ to promots such common intereat snd not tc engage in

n regular vuainana of 4 xind orlinerily cerried on for profit. It ia an

oroacteatinan A7 tom cime sannenl Alann ae 8 Alanhnn Af ARrmaYnA Al asnwl
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Au orgunlontion whone purpovaer in to angnge in a regular buninnoe of a
gind opdinarily varried on for proiit, svan though the buriness in g

conducted on u cooporative bnsis or producea only nufficient Lincome to bn .
pelf-sustuining 1a not a buvinwge leagua,

Rovenue Ruling 67-77, 19671 ¢+ B. 138 held thut an n2asoctiation of danlera
welling & particular mane of automobile whish engaged in Tinancing

gonorsl advertising cumpaignas to promote tie gale of that partioular make
wan huld not uxempt vocauve it waw parforming particulnr rervices for its

mumbacn rather than promoting a line of businenss, i.0., the automotive
industry &u a wicle, : )

In the oasy of Hntional .'dufflor Dealara An aoclation v. -U.8., 440 7.3, 472
{1979), the ourt nelJ that an asnociation of a particular brand name of
murfler dealers doos not qualify for sxemption becsuse the assooiation ia

not wnguged in the improvemwvnd of businses conditions of a line of '
Yusinena.

In Rav. Rulirg b 8-294, 19501 C. B, 244 an assovintion of 1iaonnad danlers -
in’a cer u.n type of patanv.’ product did not qunlify -as buoinnsa\ |
lasgue «.:~vo the amsocintion owned the vontrolling interemt in the !
oorporau * Lulding the basio patent, wae engaged mainly in furthering . :
the buoine: . interents of its noaber-d aalers, and 4id not bonefit people
vhio manutac. ».-v) competing producta of the same type covered by the e
patent. Titl. evenue vuling statos tho poaition of the In ternal Revsnue ‘
8ervice .n LI - Pepni-Coiam Bottlera® Associotion caso, The Covernment in

that osee snor that the Annoclation was not promoting a line of businesas
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S -uut & partioular brand, oincve the ontire soft 4Arink industry is the lino ;
"‘g?., of businosas, .

47 = g

Zour situntion ia similas %o the ons in Rovenue Ruling 67-77, aited above -
2 sud to tne ruviosnale ntaled in the other revenus ulings mentioned.  You
K are pronoting [ rostaurants only and not.the entire fact food -

3 vestauraats rndustry. By pooling the resources and plapning

g' vdvertisvmants aad pronotionnl programs, you are parforming a partiuulnr

secvico for itdiviuua l I ovrora in the oriinary oourcu of- their
% trady o buslaneni. ; R

accordingly, 1t 1« hald that you are not entitlad to recognition of
wioaption rrom ‘%loeral income tax under eootion 501(o) (6) of the Code.
You are requirsd to file "a:toral income tax returns on Forn 1120 for onoh
yoar you huve boun 1n existence. T . ) )
Wo ure nnt rullng on your qualiriontion fov exemption under shy _ro'lntad:‘
viaseguepa nh i e T ')rncl‘). “ ) ‘s . ) :
INIMAYOR ACSVIEWER REVIEWERS REVITWER ARVIRWRA AIVIIW.R.I
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' lf you 40 nat nogept our findinga, ve recommend that you ~roguont a
- conferunce with the Offive 6f Rugionnl Diroctor of Appeals. Your requeat '
: . for a conference should inolule a written appeal giving the fnots. lay, .
and any other infornation to support your position ae axplainnd in the- .
' snclosed Publication 892. You will then be ~ontaated to scrrange’ A’ date .
for n ooufervnca., Bl confervnce may be hold at our Reglonal offige or,. e
. ii‘ you roquent, at any mutnally aonvaniont nia.riot oftice. ; ) , '
oo If wo 4o not hear from you within 30 days from the date ot thia letter, :
tnin ruling viil bacome final. - If you have any quastionn, ploase contact - K
ki ‘ the peruun whuno nane and telephone nunber are cliown above. oo
. A '
' 3incerely yours, -
' . . S A
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